Modernization Act repeals the Glass-Steagall Act of 1933, the purpose of which was to prohibit the emergence of consolidated financial/insurance one-stop-shop corporations, in order to reduce the threat of contagion: banks were not allowed to own insurers or securities companies (and vice versa) and had to operate in a single state, inter alia. Lobbying by Citibank (subsequently to become Citigroup) and others has finally borne fruit. Rio Tinto buys Alcan for $38.1 bn, mainly using debt.
-iii - Carlyle Capital, a mortgage-backed fund, 15% owned by executives of the private-equity firm Carlyle Group, defaults on $16.6 bn of debt; geared up to 32 times in order to buy AAA paper, it will wind itself up, its liabilities larger than its assets.
March 13:
No buyers for AAA commercial paper in the U.S. Lehman Brothers announces a Q2 loss of $2.8 bn, far higher than analysts had expected; will seek to raise $6 bn in fresh capital from investors. Alan Greenspan admits in front of a congressional hearing that he was 'partially' responsible by not advocating regulation of derivatives; he confesses a flaw in his ideology that banks could be trusted to be 'self-interested' in serving their shareholders.
-xi - 
The Papers
At the beginning of 2008, policy makers in Canberra were concerned with the prospect of increased price inflation, as the Australian economy, selling iron ore and coal to the burgeoning economies of Asia, bumped up against capacity constraints in infrastructure and the labour market. Ten and a half months later, it's almost another era. Nevertheless, this too will pass, and again we shall be concerned about managing inflation. Walsh and Tan (2008) analyse the effects of Australia's adoption of a monetary policy targeting inflation, formalised in 1996. They find that since 1990, unanticipated adjustments to Australian monetary policy have had a significantly larger impact on the term premium, a proxy for perceived interest-rate uncertainty, than previously. As monetary policy is used by lowering the cash rate to stimulate the economy (by encouraging business investment and consumer spending), as a response to the spill-over effects of the financial crisis, with the increased volatility of the recession upon us, this paper provides a framework for considering the impact of unannounced events on the term structure of interest rates.
One of the many disturbing aspects of the financial crisis is the evidence that the credit-rating companies are involved in a potential conflict of interest: they are paid by the financial companies whose products they rate. Just what degree of regulation eventuates is not yet clear, but there have been some egregious examples of financial instruments rated well above their actual risk quality levels. The paper by Treepongkaruna and Tanthanongsakkun (2008) mentions credit-ratings models based on accounting ratios in order to discriminate between 'good' and 'bad' firms, based on these accounting measurements of their performance. The paper continues, however, to develop an option-pricing model, first elaborated by Merton (1974) , together with the firm's size and its book-value-to-market-value ratio, in order to argue that this market-based model provides a better explanation of firms' credit ratings than do the accounting-based models.
A truth universally acknowledged is that the worst financial crisis in a century was triggered by the combination of falling housing prices in the U.S.A., the socalled sub-prime mortgage, and the collateralised debt obligations in which the mortgages had been cut, diced, repackaged, and on-sold. Early self-satisfaction on this side of the water that we Australians had virtually no 'low-doc' mortgages, no 'non-recourse' mortgages (in which the householders' mortgage debt to the bank is extinguished by forced sale of the foreclosed house, whatever the price fetched), and so would be spared others' pain of market readjustment has been revealed to be illusory, although some still hope that we will be spared the worst that the other countries might suffer. Daniel (2008) devises a loan-prepayment model for the Australian variable-rate mortgage market, in order to explain the full and partial prepayment features of loans of Australian mortgage-backed securities.
One of the most frequently used mechanisms for raising equity capital for publicly traded firms in Australia is little understood. Brown, Ferguson and Stone (2008) examine the mechanism of share-purchase plans, offered exclusively to a firm's shareholders, who can buy at a discount to the market and with no brokerage charges. The authors are able to distinguish the market characteristics of firms that have adopted share purchase plans, depending on levels of liquidity, numbers of shareholders, size of the issue, the price discount, the industry, the participation of new shareholders, the auditor, and whether the issue was underwritten.
As Ray Ball 1 (2008) , the Foundation editor of the Australian Journal of Management, described in an address at the University of New South Wales last July, banks' capital ratios are regulated by the government, while non-bank financial institutions, in the U.S.A. at any rate, are restrained by undertakings ('covenants') they have given to their debtors on their capital adequacy. For instance, Bear Stearns was wound up by its debtors after the collapse in asset prices meant that it was in breach of its covenants. The need for non-bank institutions, such as credit unions, to increase their capital, perhaps because of regulatory changes, without issuing equity, has led to the use of what Hodgson and Hodgson (2008) call 'marketing communication expenditure', in order to increase the institutions' revenue and so their capital. They analyse the impacts of MCE on the risk-adjusted financial positions of NSW credit unions over the period of [1988] [1989] [1990] [1991] [1992] [1993] [1994] .
A line of research with no echo of the global financial crisis is Wynder (2008) , in which the design of management accounting cost control system is examined, together with the involvement of employees in continuous-improvement programs. Wynder distinguishes between the provision of activity-based cost information, and the traditional volume-based cost information. He finds greater overhead cost reduction per employee recommendation when activity-based cost information is provided to employees.
As I argued in the editorial in the June 2008 issue of the Journal (Marks, 2008) , the global credit crisis was triggered by asymmetric information about the quality (riskiness) of banks' asset portfolios (the counterparty risk to other banks' lending), which meant that the inter-bank credit markets virtually froze after Lehman Brothers' collapse in mid-September. In a paper written much earlier, Chang et al. (2008) address the issue of the disclosure of the quality (riskiness) of assets. They argue that the asymmetry of information between firms and would-be investors can be reduced through effective investor-relations programs. Specifically, they propose a checklist to evaluate a firm's Internet-based investment-relations practices, and measure the impacts on the firm's analysts, institutional shareholders, trading, and market capitalisation.
To what extent do taxes in the spot market for shares influence the market for futures contracts in general, and for stock index futures in particular? Cummings and Frino (2008) estimate the impact of the debt tax shield, cash dividends, and imputation tax credits on the prices of Australian stock index futures. They conclude that tax effects are as pervasive in the futures market as they are in the spot market.
To what extent can the law effectively reduce or prevent insider trading, where insiders attempt to profit from their knowledge of imminent stock-pricesensitive events? The final paper, by Gilbert and Tourani-Rad (2008) , examines the impact of major regulatory changes in New Zealand law on the incidence and profitability of insider trading. They argue that the changes reduced both its incidence and profitability, and conclude that well-constructed insider-trading laws can effectively minimise the most 'harmful' effects of insider trading.
The issue concludes with a review of an anthology on innovation management in Australia, edited by Cebon, addressing the relative lack of successful innovation here. This book review, by Mike Vitale, is one in a series of three written by ex-deans of the (now-defunct) Australian Graduate School of Management-Jeremy Davis and Rob McLean wrote earlier reviews.
Housekeeping
The Journal's foundation editor, Ray Ball, was ably assisted in its production by Pat Hillary, his secretary. (Because there were no tutors at the AGSM, academics shared secretaries to help with their teaching loads.) Pat handled the incoming papers, correspondence with the authors, the area editors, and the reviewers, as well as producing the camera-ready galleys for the printer on a daisy-wheel printer, using the Unix troff text-processing software. Pat retired from the University a few years ago, and recently died after a long illness. I attended her funeral, having encountered her waiting for her grand-daughter in Bondi Junction a few months before. Rest in peace, Pat, from all associated with the Journal in the over ten years you were its backbone.
As Mark Twain might have said, reports of my retirement as the Journal's editor have been exaggerated. We have been in discussion with a publishing company, and in the hope that agreement is secured with them I have agreed to continue as General Editor for another eighteen months. More anon.
Robert E. Marks General Editor

